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PUBLIC WORKS APPROPRIATIONS FOR 1959 


CIVIL FUNCTIONS BUDGET FOR 1959 BASED ON UNECO- 
NOMICAL CONSTRUCTION RATE 


Turspay, Marcu 11, 1958. 


WITNESS 


BRIG. GEN. JOHN L. PERSON, ASSISTANT CHIEF OF ENGINEERS 
FOR CIVIL WORKS 


Mr. Cannon. Before we go into the estimates assigned for this 
afternoon I would like to ask General Person a few questions about 
another matter, if 1 may have the permission of the committee. 


SLOWDOWN oF 1958 PRoGRAM 


General Person. I would like to ask you what specifie action you 
took based on Mr. Brundage’s letter of last June in which he admon- 
ished you that in the case of those appropriations for major capital 
outlay and development the requests for apportionment nl allot- 
ment should reflect the postponement of a significant part of the 
obligation planned in the budget for 1958. 

General Person. We were told at that time to keep our 1958 ex- 
penditures to the same level as the 1957 expenditures to the extent 
feasible. We discussed the problem with the staff of the Bureau of 
the Budget pointing out it was completely impossible to do that with- 
out incurring material added costs. They agreed we could use a figure 
of $630 million instead of $610 million as our target for expenditures 
for the year. 

We issued instructions to the field directing them to take every 
possible action to reduce expenditures including the deferral of con- 
tract awards until later in the fiscal year than had been planned and 
any other action they could properly take to effect that reduction. 

Then in December it became obvious that the very favorable con- 
struction weather which prevailed throughout the entire country and 
the absence of deterring factors such as strikes was going to make it 
practically an impossibility to keep expenditures to that figure without 
some very drastic aetion. At that point the Chief of Engineers estab- 
lished an expenditure ceiling for each division which it could not ex- 
ceed. That was in effect until the 28th of January when the Bureau 
of the Budget advised General Itschner that the expenditure target 
of $630 million was removed. 

Mr. Cannon. Has the President or the Bureau of the Budget this 
year imposed any ceiling for the fiseal year? 

General Person. No, sir; at present there is no restriction placed 
on our fiscal 1958 or 1959 expenditures. The $630 million ceiling 
or target, whichever you care to call it, was removed on January 28. 
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Mr. Cannon. There was a restriction for 1958? 

General Person. Yes, sir. 

Mr. Cannon. But for 1959 you have had no such instruction up 
to this time? 

General Person. That is right. 

On the 28th of January, sir, the Director of the Bureau of the 
Budget told General Itschner that we were no longer bound by the 
$630 million expenditure limitations, but that they still wanted us to 
hold down expenditures as far as possible. We issued instructions 
implementing that decision on the 31st of January. 

Mr. Cannon. Up to that time they had materially influenced your 
plans and your policies? 

General Person. Yes, sir. 


EFFECT OF SLOWDOWN 


Mr. Cannon. Specifically what were those limitations and what 
was their effect up until January? 

General Person. The limitation was to the effect that our expendi- 
tures for the fiscal year 1958 should not exceed $630 million. To hold 
them to that figure we necessarily deferred award of many contracts 
to a later date, we did not carry on certain maintenance work which 
could possibly be deferred, and took in general every action we could 
to hold expenditures to the minimum. As I say, in December it be- 
came apparent that unless we took drastic action we would exceed that 
figure. The Chief of Engineers established a strict expenditure ceil- 
ing over which no division engineer could go. That was removed on 
the 28th of January. 

Mr. Cannon. Had it not been for this further instruction received 
in January you would have been governed by these restrictions, 
holding you down to the $630 million? 

General Person. That is correct, sir 

Mr. Cannon. Would you say, General Person, that this amounted 
to the exercise of a veto on congressional appropriations and was in 
contravention of the will of the Congress? 

General Person. I do not know, of course, sir. It was done at a 
higher level. But as I understand, essentially the reason for that 
decision was twofold: First, the existence of the debt ceiling which 
they could not exceed and, second, the inflationary pressures which I 
am told were in existence at that time. Considering all Federal 
programs, it is my understanding that the administration attempted 
to reduce expenditures overall. 


HIGHER PROJECT COSTS 


Mr. Cannon. Speaking generally, would you say that a slowdown 
such as was imposed at that time results eventually in higher costs? 

General Person. Yes, sir. 

Mr. Cannon. A stretchout program means a more expensive 
program? 

General Person. Yes, sir. It is impossible to estimate the amount 
of the added contract costs because that is influenced by so many 
factors. There is obviously the added cost of continuing our super- 
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vision and administration over an extended period and there is the 
fact that we do not gain the economic benefits from the completed 
project. 

Mr. Cannon. At this time, General Person, will you give us your 
estimated unobligated balance as of June 30, 1958? 

General Person. $35,900,000. 

Mr. Cannon. But the budget shows $87 million for construction, 
General. 

General Person. Yes, sir, at the time that was estimated we were 
still bound by the slowdown restrictions and therefore the unobligated 
balances would have been about $87 million had the restrictions 
continued, but we now estimate it to be approximately $36 million 
overall. 

Mr. Cannon. You would estimate $87 million? 

General Person. Yes. 

Mr. Cannon. What would you estimate the figure to be if there 
had been no slowdown. 

General Person. The unobligated balance, sir, had there been no 
slowdown, would not have varied materially from the $36 million on 
the obligations. It would have been about the same. 

Mr. Cannon. Yes. 

General Person. For the reason that the effect of the slowdown 
was to delay awards 2, 3, or 4 months during the current fiscal year 
but with the relaxation that has now been made we will be able to 
place under contract much of the work which otherwise we would 
have carried into fiscal 1959. 


LOWER EXPENDITURES 


Mr. Cannon. What effect would it have had on expenditures? 

General Person. Expenditures would have shown a material effect, 
sir. Had there been no restrictions, our expenditure s would probably 
have been in the neighborhood, plus or minus 5 percent, of $700 
million. 

With restrictions they would have been about $630 million. We 
now estimate we will expend approximately $685 million. 


RESTORATION OF EcoNoMICALLY FrEAstBLE PRoGRAM 


Mr. Cannon. What would be the effect now of a resumption of an 
economically feasible program, continuing all these projects as if there 
had been no slowdown. 

General Person. Sir, that is a rather complicated question because 
anything which we do now to expedite our current program will 
necessarily generate additional requirements for next year, as I think 
you pointed out in your recent letter to Secretary Brucker. So that 
unless we had reason to believe that our appropriation would be 
higher than the $627 million in the President’s budget, there is not 
much we could actually do to expedite in view of the fact that we 
would be generating requirements in fiscal 1959 which we might not 
get the money to fulfill. 
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PROGRAM SPEEDUP AN ECONOMICAL MEASURE 





Mr. Cannon. To what extent would we be serving economy? You 
tell us that a slowdown increases the ultimate cost of the project. 
To what extent would a resumption of the program as originally 
planned be considered an economy measure? 

General Person. I think it would be primarily, sir, in the fact that 
if we had reason to believe we would have a certain level of appro- 
priations over the coming years, we could let a contract based upon 
the optimum engineering schedule rather than based upon the prob- 
able availability “of funds. To that extent we should expect to get 
better bids. 

Then of course if you complete a project earlier, you do not have 
the requirement for continuing supervisory and administrative people 
who are a charge against the project, and that is both our own super- 
visory people and administrative people and those of the contractor. 
Then you would of course realize the benefits from the completed 
work at an earlier date. 


1959 Bupcetr UNreEALiIstic From Economy STANDPOINT 


Mr. Cannon. An analysis of the civil functions budget estimate 
for 1959 shows that the 1959 construction schedules on 124 going 
projects out of 146 have been set back since last year as follows: 
There has been a slowdown on 25 projects of from 1 to 6 months, on 
31 projects from 7 months to a year, on 20 projects from a year to 
18 months, on 25 projects from 19 months to 2 years, on 13 proje cts 
from 2 years to 3 years, and on 10 projects from 3 years to 5 years. 

On the multiple-purpose projects included in these figures and 
having power facilities, 11 out of 20 construction schedules have been 
set back to the point where power on the line will be delayed. The 
breakdown. is as follows: Power delivery deferred from 9 months to 
1 year, 3 projects; power delivery deferred from 1 to 2 vears, 6 proj- 
ects; power delivery delayed from 2 to 3 vears, 2 projects; that is a 
total of 11 projects. 

What would you say as to the accuracy of that estimate? 

General Person. | think that is approximately correct. 

Mr. Cannon. The reason for a substantial part of this slowdown 
is in simplest terms, the addition of new starts both budgeted and 
unbudgeted in the last 3 years without a commensurate increase in 
general level of budget estimates and appropriations, This poses the 
very serious question as to whether or not the tight lid the adminis- 
tration has been forcing, including actual expenditures and obligation 
limitations imposed during this fiscal year, on the level of funds has 
slowed the program into an uneconomical rate of progress. 

One factor giving credence to this question is the number of projects 
in the budget that show substantial increases in total cost since last 
year’s estimates. Would you say that is a fair deduction? 

General Person. Well, sir, if 1 could impose on the chairman’s 
time I might explain. 

In the absence of guidance as to the funds expected to be available 
over the construction period of a given project the district engineer 
in establishing his contract completion dates on a large continuing 
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contract must depend solely upon his analysis of the optimum eco- 
nomic construction schedule. Tie original budget requests from our 
district based upon these analyses have in the past invariably totaled 
an amount greatly in excess of the level of appropriations received in 
prior years. The necessary reductions from this total have resulted 
in a number of cases—today we are going to discuss 7, out of the 261 
projects, on_ which we have had that embarrassing situation—in 
having insufficient funds to meet contract schedules. Now in the 
past it had always been possible to transfer between funds to keep 
on a fairly orderly schedule and still stay within an acceptable total 
annual expenditure. But during the current fiscal year it became 
obvious that if contractors were allowed to go as fast as they could 
or wanted to, or if our district engineers were allowed to schedule 
construction of the projects at the optimum rate—— 

Mr. Cannon. That was invariably an accelerated rate? 

General Person. No, sir; that would have been the optimum 
economical rate, in other words, the best rate of progress to proceed 
with a given project—the total annual expenditures—— 

Mr. Cannon. But that was at a rate as we have discovered by prac- 
tical experience much in advance of this schedule? 

General Person. That is correct, absolutely. That is why we felt 
we had to furnish the districts some guidance as to the probable avail- 
ability of funds over a several-year period in order that they could 
prepare their programs on a more realistic basis. To provide that 
guidance it was essential that we make some assumption as to the 
probable level of expenditures which could reasonably be contem- 
plated over the next few years. 

We explained the situation to the Bureau of the Budget and in- 
formed them that an expenditure rate of $700 million a year appeared 
at that time to be a reasonable figure in view of past appropriation 
history and the demands on the Federal Treasury for other programs 
and inflationary pressure, et cetera. 

By comparison the expenditures for 1957 fiscal year totaled about 
$610 million and for fiscal 1958 we now estimate at about $685 million. 
We pointed out to them that progress on some projects would have to 
be retarded in order to achieve the $700 million annual expenditure. 
So having made that assumption, we assigned an equitable share of 
the funds to each project or program. 

Mr. Cannon. What percentage would you say would have to be 
retarded? 

General Person. I would say, for example, sir, on the amounts 
contained in the present President’s budget as initially submitted to 
your committee, for 1959 we would have an expenditure in the neigh- 
borhood of about $700 million but if the budget amendment of $125 
million approximately should be appropriated by Congress, we would 
have an expenditure in fiscal 1959 of about $775 million. 

So that the difference between the $700 million and the $775 million 
would be retardation of projects. 

Mr. Cannon. You may proceed. 

General Person. We recognize that $700 million figure was purely 
an estimate based on the conditions existing at that time, which was 
last fall, and the level of appropriations in previous years, and the 
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economic picture which was pretty bright at that time, and we recog- 
nized that that would mean that completion dates on many projects 
must be extended and receipt of benefits delayed accordingly. But 
we felt it was better to make an assumption on that basis than to 
proceed on the assumption that we would get more money than we 
had ever had before and wind up owing contractors money. 

The picture has been entirely changed now since last Sunday; the 
President announced he was authorizing us to request an additional 
$125 million. 

Mr. Cannon. At the time you made the original determination, 
at the time you instituted the slowdown, you thereby imposed upon 
the taxpayers an additional burden. 

General Person. That is correct, based on our assumption as to 
the future availability of funds. 

In view of the recent authorization to the Secretary of the Army 
to submit a budget amendment asking for $125 million more, the 
situation has changed and if that additional amount should be 
appropriated, much of the delay shown in those 2 comparisons can 
be recouped assuming we have a higher level of expenditures in 
fiscal 1960 and 1961. Some of the delay is gone forever but much of 
it we can get back if we get some amount, $125 million or whatever 
amount the committee finally determines, in augmentation of our 
fiscal 1959 budget; because you see the $627 million budget figure was 
estimated to generate an expenditure of only $665 million in fiscal 
1959. The addition of the $125 million would increase expenditures 
to $775 million so that we would be able to spend about $110 million 
more in fiscal 1959 than was contemplated at the time the President’s 
budget was prepared. 


PROGRAM SPEEDUP ON EcoNoMy MEASURE 


Mr. Cannon. I see that your remarks there are in response to the 
letter which I addressed to the Secretary of the Army. Your response 
carries out and corroborates the estimate I made at the time. In 
other words, the letter proposes an economy measure and if complied 
with will result in economy in administration. 

General Prerson. Yes, sir; on going projects. 

Mr. Cannon. Has the committee any questions? 


Errect oF 1958 Stowpown or RECESSION 


Mr. Rasaut. When you had the 1958 budget before you, you pre- 
sented that budget to us and then you had a request from the Budget 
Bureau to cut back. What was that requested cut back, to the 1957 
level? 

General Person. Yes, sir. 

Mr. Rasavut. Now of course in cooperation with the request you 
tried to do it to the best of your ability. The figure we learned you 
intended to cut back was around $87 million. 

General Person. At that time and under those restrictions we esti- 
mated we would have $87 million unobligated at the end of the fiscal 
year, but expenditures of course are quite different. 

Mr. Rasauvt. It was a result of the request, was it not? 

General Person. We now estimate about $36 million. 
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Mr. Rasaut. Now of course with the economic situation becoming 
what it is in the country today, do you not think that cutback had 
some relationship to the situation that has developed? 

General Person. You mean the overall economic picture? 

Mr. Rarpavt. Yes. 

General Person. I am just a soldier. I would not know that. 

Mr. Rapsaut. You would know that there is a certain amount of 
money that was not spent and put into the economy of the country 

General Person. For example, initially we estimated we would 
expend about $630 million under that restriction. We now think we 
will hit $685 million or more. 

Mr. Rasavt. Under the restrictions you thought you would hit 
about $630 million out of $700 million? 

General Person. Yes, sir. 

Mr. Rasavut. The amount was $700 million, was it not? 

General Person. That is purely an estimate, sir. I was asked how 
much did I think we would have spent had there been no restriction. 
I said I imagined it would be in the neighborhood of $700 million. I 
think now since restrictions have been removed we will hit over $685 
million. 

Mr. Rasavt. You thought after you had the restriction you would 
drop from the $700 million and you estimated about $630 million? 

General Person. Yes, sir. 

Mr. Rapavt. You have it now back to $685 million. 

General Person. Yes, sir. 

Mr. Rapaut. The $685 million really comes about in so much as 
the chairman has called attention to the fact that there ought to be 
some impetus given to this expenditure at this time because of the 
national situation. 

General Person. Yes, and if we had reason to expect to get an 
increased appropriation, we could start other contracts earlier and 
probably spend over $700 million this year. 

Mr. Rasaurt. I understand in the beginning of your whole activities 
you are like every other agency. You are told how much money you 
can have to cut your cloth to. 

General Person. Yes, sir. 

Mr. Rasaur. Under that you try to fit in the projects to the 
best of your ability. Some you think will move faster because they 
are farther over the hump and into the three-quarter stage of progress, 
et cetera, some are starts. You have to spread your money to the 
best of your ability on the different projects. 

The same thing had to be done when you cut these things back as 
you were forced to do under the request of the Bureau of the Budget 
last year. 

So there is no question about it but that it did add, I do not say to 
the whole recession, but it certainly did not help the recession any. 
It certainly helped improve the recession. I am not laying it at your 
doorstep but I am laying it at the doorstep of those who asked you to 
make the cut. That is all I am saying about it. 


Errect oF ADDITIONAL New Starts 


Mr. Cannon. General Person, what would be the effect if you 
should now include in your budget estimates new starts which have 
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been up to this time eliminated from the budget? By resuming the 
economically feasible program, by eliminating ‘the slowdowns and the 
stretchouts, which is as you say an economy measure, we can remedy 
the situation up to this time; but if we should include new starts in 
addition, would that counteract the advantage which we expect to get 
out of the program as you have outlined it? 

General Person. It would inevitably mean that if new starts are 
added this fiscal year the level of appropriation for coming fiscal years 
will have to be materially higher to maintain an economic rate of 
construction. 

Mr. Cannon. The purport of your recommendation then is to re- 
sume at the original rate prepared for both the 1958 and 1959 fiscal 
years by the Corps of Engineers. That would make it an economy 
measure; but it would be a mistake, you think, to include new starts. 
To include new starts would counteract the effect of the resumption 
we are now considering. 

General Person. The intent of the amendment which we are now 
preparing, $125 million approximately, is merely to continue the 
going projects. We do not intend to submit any new requests for 
new starts in any of the categories. That is, in the $125 million. 

Mr. Cannon. As between the two propositions, would you rather 
have the additional money necessary to resume the program at the 
economically feasible rate or would you rather have new starts? 

General Person. I would rather have money to carry on the existing 
program at an economical rate. 

Mr. Cannon. You do not suggest including new starts at this time? 

General Person. Not unless the Congress should decide to expedite 
the entire program. In other words, if I had to choose between having 
money enough to carry on our existing program at an economic rate 
or to have new starts and carry them all on at a stretched out rate, 
I would greatly prefer the former, if that choice were offered me. 

Mr. Cannon. Then your testimony justifies the letter you have 
before you? This letter will be included in the record at this point. 

(The letter is as follows:) 


[For immediate release] 


From Hon. Clarence Cannon, chairman, Committee on Appropriations, United 
States House of Representatives. 


The following letter was sent today to the Secretary of the Army: 


FEepRUARY 27, 1958. 
Hon. WILBER M. BRUCKER, 
Secretary of the Army, Washington, D. C. 

Dear Mr. Secretary: A review of the 1959 budget estimate for civil func- 
tions indicates that the program is completely inadequate, particularly in light of 
the current economic situation. No new construction starts are proposed ano 
the rate of progress reflected in the budget on going projects is being slowed td 
the point where it is likely that the program will cost the taxpayers much more 
money than is necessary. 

The hearings on the public works appropriation bill have therefore been post- 
poned pending submission by you directly to this committee of a more realistic 
program and revised estimates. 

Sincerely, 
CLARENCE CANNON, Chairman. 


General Person. I should like to say that I do concur in the 
thought expressed in your letter that the objective is to continue the 
going projects 

Mr. Cannon. Thank you, General. 


Xx 











